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The welfare state has been challenged with new social risks in a post-
industrial era. The extent of such pressures are evident in child and elderly 
care, women’s employment, unemployment, trends to an aging population, 
and migration, among other pressures of change. This literature review 
illustrates the spectrum of such risks as well as the academic and political 
discussions, the way in which strategies of welfare state adaptation have 
been analyzed, as well as possible future directions of reform.  
 
Im postindustriellen Zeitalter werden Wohlfahrtsstaaten durch neue sozia-
le Risiken herausgefordert. Das Ausmaß dieser neuen Entwicklung wird – 
neben anderen Formen des Anpassungsdrucks – deutlich im Bereich Kin-
der- und Altenfürsorge, Frauenerwerbstätigkeit und Arbeitslosigkeit, der 
Entwicklung zu einer alternden Bevölkerung und im Bereich Migration. 
Dieser Literaturreview verdeutlicht die Vielfalt dieser Risiken und die aka-
demischen und politischen Diskurse zu den Anpassungsstrategien und 
möglichen Richtungen und Wege zur Reform der Wohlfahrtsstaaten.  
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1 Introduction1 
The role of the welfare state is crucial in the organization of society 
and markets, and policy reformers have reached a new consciousness of 
the serious and difficult tasks ahead. Even Milton Friedman, who pro-
moted the freedom of the market, did not advocate a pure market solution 
for a competitive and prosperous society (Friedman 1962: 7-21). A careful 
planning of goals, an understanding of how the welfare state must actively 
achieve its goals, and a consideration of how its influence will be best used 
to produce a better society, are the daunting tasks of politicians and policy 
makers of this modern age. More than ever before, there is the under-
standing that a society cannot afford a quick fix of “letting the market run 
its course” because it is ultimately a political shirking of responsibility for 
not planning for and simultaneously combating foreseeable risks.  A re-
form of the welfare state must consciously work within capitalism, in 
terms of striking a balance of upholding both capitalism and societal well-
being: finding this balance is tricky but necessary2 as economic and social 
policy are intertwined. An active welfare state, for example, incorporates 
the idea that the welfare state needs to deliberately plan reform to organize 
its societies and (labour) market interactions. And while nothing can be 
planned with dead certainty as former eastern blocks ascertained (and 
failed at), the welfare state has a responsibility to direct its society and 
market, if only because at the basic minimum, it must rationalize the rights 
it bestows and the responsibilities it demands from its citizens.  
                                                   
1 This report was originally written for Policy Network under the title “Literature Review: 
Welfare State Reform” for a project on Globalization and Social Justice 
(http://www.policy-network.net). 
2 I am referring here to Claus Offe’s work (1984) on the contradictions of the welfare 
state, in that the welfare state often finds itself in a bind to suppress the harsh elements of 
capitalism but on the other hand, the welfare state is in the situation where it must pro-
mote capitalism, because without capitalism, the state would perish. This is illustrative in 
the welfare state’s provision of social services, benefits, infrastructure, etc. which makes 
the thriving of capitalism possible, but programs in excess (and without account for the 
market) would lead contrarily to competitive production. 
Literature Review: Welfare State Reform 6 
This overarching “active” function of the welfare state comes in con-
trast to past understandings of welfare state aims and functions, in that the 
welfare state existed mainly to redistribute welfare among its citizens. 
While distribution was a matter of controversy, because social justice could 
be achieved through “equality of opportunity” or through “material equal-
ity” in their various forms, the welfare state generally organized society to 
its own individual conception of social justice, as can be illustrated by 
models of different welfare state regimes, most famously from Esping-
Andersen (1990, 2000). But how are we to define the welfare state in this 
review? The welfare state has been called a system with the purpose gener-
ally to integrate its people and avoid chaos (Ginsburg 1992: 2), and an in-
stitutionalized form of a social safely net that provides a minimal existen-
tial means for its members (in terms of providing for basic needs when 
societal members can not acquire them themselves) (Schmid 2002: 1098-
1099). However, this is too general for our set of problems, and in this re-
view, I adopt a more specific definition of the welfare state where at its ba-
sic minimum function, the welfare state is a system which reduces or 
minimizes human risk. I use this definition of the welfare state because 
such functions of redistributing “risk” have become the heart of current 
welfare state debates and the main focus of recent literature on welfare 
reform. This definition also encapsulates the new-won consciousness of 
the policy-maker and politician, in that while the welfare state can reduce 
or redistribute risk, it also can (inadvertently) cause risk, if it does not plan 
for the future carefully. 
Some of the traditional risks which the welfare state has covered in 
the past are vulnerabilities in old age, unemployment, health problems and 
accidents. These were times of the industrial age, where commodification 
of the workforce led eventually to a type of full-employment of male citi-
zens (Knijn and Ostner 2002). A need to be protected from the market 
came in the form of decommodification, where workers were then able to 
exit the market “unscathed” and remain spared from market failures (Esp-
ing-Andersen 1990). Formal regulated work structures could be conven-
iently separated into a public sphere, for which the welfare state could take 
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responsibility in the industrial age. However, the forms of commodifica-
tion have changed in the post-industrial societies: market and social con-
stellations have turned upside-down and new risks have exploded. Risks 
are gathering in parts of society where the welfare state had little jurisdic-
tion in the past, and the welfare state has had to quickly adapt to find 
strategies to deal with some of the following problems: expanding informal 
sectors, the pressures of care needs, migration, unemployment and social 
exclusion, diverse working populations and discrimination, and an aging 
population. These are some issues which will be addressed in this litera-
ture review. 
While solutions are sought for risks to be adequately covered, social 
justice becomes an underlying issue for the welfare state. This is not an 
irrelevant issue because welfare states rely on legitimatization from society 
and only when members of society feel that the system is fair, do they “pay 
into the system” and reinforce it. Development of social rights to protect 
citizens was an important step for citizens’ equality in the industrial era 
(Marshall 1950), and yet the question remains in present times, how social 
rights can be translated for the post-industrial welfare state citizen. While 
social rights were for Marshall state-provided social benefits and educa-
tion, these forms are reminiscent of decommodification, a kind of cream-
ing off of privileges for certain members of society. And yet, for example, 
because male and female roles are no longer so straight-forward in the 
strict separate spheres of employment and unpaid care work, the welfare 
state has had to ensure for itself more a deliberate idea of rights and re-
sponsibilities. The welfare state has taken on a more regulatory role, and in 
this sense, it does not dictate roles but enables people to help themselves. 
However, at the same time welfare states take on the task of minimizing 
risk for the decisions their citizens make: a tight-rope balance between di-
recting behaviour and ensuring social justice. The following literature re-
view outlines the current strategies and debates which have arisen in the 
welfare state’s attempt to handle the adverse impact of post-industrial 
risks and to help create social justice.  
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2 New Social Risks 
 In the transformation and globalization of the world economy, the 
welfare state has been hit especially hard with social problems which it did 
not have to address to such a degree in the industrial age. New risks are 
causing challenges for the welfare state because the welfare state either did 
not have to recognise these problems in the past because they were not so 
widespread a phenomenon or the balances of other programs or social 
ideology kept such hazards far from the public welfare state arena. “New 
social risks” have been coined by Peter Taylor-Gooby, and used by a net-
work of leading scholars in the field, like Trine Larsen, Guilano Bonoli (Pe-
ter-Gooby 2004; WRAMSOC 2004). These authors use the term to de-
scribe risks and resulting needs which have evolved in the post-industrial 
welfare state. These needs have been especially apparent in child and eld-
erly care, in the need for new or better-implemented women’s rights in 
relation to paid work, and the needs for better measures to ease the transi-
tion into paid work. This case is particularly difficult for unskilled people 
in an age where technical development has reduced the need for low-skill 
work, and because cross-national migration from countries with labour 
sources in lower wages makes competing for these jobs difficult. Finally, 
new risks also encompass the need to ease problems of social exclusion, 
especially in the case of the expansion of private services, where the wel-
fare state has attempted to constrain state spending, for example, through 
pension privatization. With privatization new risks arise both in the regu-
lation of provision standards and in the fact that some citizens might very 
likely make problematic or unsatisfactory choices (Taylor-Gooby 2004). 
Social exclusion was very much an issue of poverty in the early 1990s, but 
the discussion has narrowed in concentration to focus on the ability to ac-
cess the labour market. Such terminology, however, could encompass 
other risks exacerbated by globalization, which I will address here, such as 
pressures of migration on the welfare state, diversity and human rights, 
and the informalization of employment sectors. 
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2.1 Child and elderly care 
 Changing family structures and patterns, and shifting life cycles 
have caused a huge strain on the welfare state, where a major concern has 
been the organization of care. This responsibility of organizing child and 
elderly care is a new phenomenon for which the welfare state in the previ-
ous industrial era had little responsibility. However, as the state has en-
couraged women into the labour market or women have left on their own 
accord for labour market participation, care work has come into a crisis.  
The care of children has especially been the recent focus for welfare 
state reform debates. Anthony Giddens (2006), Gøsta Esping-Andersen 
(2002, 2006) among others have termed the organization of care and edu-
cation for children as a “social investment” of welfare states. Resources 
focused on children is seen as a positive direction of restructuring welfare 
states, especially in terms of the impending aging population where fewer 
children will be born, and so scarcity makes it more important to focus on 
the upcoming generations’ potential. If the state socially invests in chil-
dren, so argues these authors, it will ease families’ reconciliation between 
the responsibilities of care work and employment, and in this, perhaps also 
make it easier for citizens in the future to decide to have children.3 Care of 
children as an investment could not only be understood under a quantita-
tive aspect of covering as many children as possible, but studies have also 
been made on how to insure high quality of care (see Peter Moss et al 
2004, for example). Controversial about the term “investment” when re-
lated to care work, is that much of care work can not be termed as an “in-
vestment”: obviously elderly care, or care of terminally ill and special 
needs do not provide profitable “returns” (Bennett 2002). In general, a 
new conceptualization of care work and its relation to capitalism is needed, 
because care itself cannot be understood as productive to be more effi-
                                                   
3 Interestingly, a new study is exploring how partners have suppressed women’s desired 
higher number of children: it is speculated that men are reluctant for more children be-
cause of high costs of caring burdens and financial provision which they will have to 
shoulder (Ostner et al. 2006). 
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ciently produced, in shorter time periods, etc. but capitalism also relies 
heavily on it. 
Related to issues of care and capitalism, “defamilialization,” de-
scribes the way in which, according to Esping-Andersen (1999), the state 
and the market are able to reduce familial burdens (and risk), and create 
more of a work/life balance. This, for example, could mean in the case of 
child care, a state would provide benefits (state defamilialization) or a 
market could offer low prices for care (market defamilialization). As a con-
cept, defamilialization is problematic, because it does not distinguish be-
tween the ability of the market or the state to unburden family tasks, or the 
relation between the market and state (Woods 2006a, Woods 2006b), and 
this makes it difficult for policy makers to get a grasp on how to tackle this 
problem. Market forces of defamilialization undoubtedly will produce ine-
quality of provision, so if social investment is to cover all children, logically 
states must intervene to make this more equal.  
Recent studies have shone that the deliberateness of policies effect 
care outcomes. The “purse to wallet debate” in the UK illustrated how the 
distribution of social policies to certain members of the same family might 
have an impact on care, i.e. benefits paid to carers might more likely reach 
dependents than benefits paid to non-carers in the family. The welfare 
state has become very conscious of considering how policies are enacted 
and other studies on elderly care have exposed cash payments for care with 
different affects, where for example elderly citizens might skimp on their 
own care and medicine, or rely only on certain kinds of professionalized 
care. Disturbing is the often unequal treatment of families, when care work 
is supported through tax schemes, and the well-to-do profit more from 
family policies than the middle and lower classes, such as in recent trends 
in German family policy. “Social investment” as the means and ends of 
care conjures up ideas of equal treatment for those dependents. Invest-
ment in human capital and social inclusion has been associated with care, 
in that the human capital of a society is imbedded in the networks and 
connections of its members and promotes a good society. Improving and 
stabilizing networks for all, care can be beneficial for the welfare state and 
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improve human capital. Still others argue that state provided care, has di-
rect benefits for the social well-being of the society (IWPR 2006). 
 
2.2 Women’s employment and social risks 
In the past 10 years, the employment rates of women in general, 
and of mothers with small children in particular, has increased rapidly in 
many countries. More than half of all mothers in OECD countries with 
children under age 6 are working, and over the last decade the gap be-
tween the percentages of working mothers and working fathers has been 
closing rapidly, by about one percentage point per year4 (OECD 2001: 
132). A 1998 survey of employment preferences among mothers and fa-
thers, carried out by the European Union, showed that families also pre-
ferred such a change, so that according to the OECD “while there are con-
siderable differences between countries, in every case, if preferences were 
to be realised, there would be a move away from the single earner family, 
towards the dual earner type. On average, the incidence of dual-full-time-
earner families and full-time-plus-part-time families would both increase 
by around a half” (2001: 135). Family patterns and structures are changing 
and preferring to move away from the industrial ideal of a male-
breadwinner model. 
 In addition to family preferences for employment, countries also 
have a natural self-interest in promoting women’s employment for several 
reasons. The employers need skilled workers in order to face the challenge 
of long-term low fertility rates, to remain competitive in the global mar-
kets. The present average replacement rates of 1,6 children per woman in 
OECD countries cannot sustain the society at its present level (d’Addio et 
al 2005). Governments need employees to pay into social security systems 
to keep pension systems in operation. Maternal employment also helps to 
                                                   
4 Data was gathered from 1989 to 1999. 
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insure that families are financially secure: if one parent is incapacitated, 
the other will need to have the skills and resources to support the family. 
Finally, for single-parent households, employment can also provide a 
ticket out of poverty. In any case, states are interested in encouraging 
women to enter employment because doing so means more revenue for the 
state in the long run and less spending on social assistance. 
The double responsibilities for women for care and employment but 
no accompanying social rights in relation to care work and effective equal 
treatment on the job has caused women to experience a high proportion of 
interrelated risks. Individualization of societal members has not incurred a 
sharing of care burdens of men and women, but women’s greater double 
burden both of work and care. For example, caring constitutes a major risk 
of poverty for women, when they must juggle employment and care, and 
this seldom affects men, which is especially apparent when families break 
up (and this occurs more frequently) in terms of single parenthood. Men 
usually profit from divorce, still earning high wages where women tend to 
dip into poverty because of sporadic participation in the labour market 
ending with poverty in old age because of little or no pension coverage. The 
earning gap between men and women is sufficiently large that, in the long 
run, women experience large losses of income in comparison to men. Gen-
der equality is laden with difficult hurdles even when gains have been 
made in Europe and other countries with gender mainstreaming, anti-
discrimination laws and quotas for women (and minorities) in under-
represented sectors of employment, and policies of equal pay for equal 
work. 
One interesting note to add to the debate around women’s employ-
ment and unburdening their social risks, is the non-existence of a (logical) 
conclusion to redistribute some women’s risks on that risk on men. Esp-
ing-Andersen dismisses this strategy as too costly as the welfare state 
would have to provide financial incentives or reduce wage differentials 
(2006: 81). It is also not expected that men will take up this risk (Esping-
Andersen 2000). But indeed, such a strategy is something to consider for 
reformers, if welfare states are justly to distribute responsibilities along 
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with rights, in order to balance social risks, especially if the needs of 
women and dependents are so vast that complete provision from the state 
is impossible. 
 
2.3 Unemployment, social exclusion, and transition into 
paid work 
Employment in the post-industrial welfare state is changing, so that 
there are fewer jobs for low-skilled workers and service sectors have been 
replacing manufacturing sectors with a result in a lowering of productivity. 
Employment no longer is characterized by Keynesian full-time employ-
ment, but is fraught with short-term and often precarious employment. 
Social exclusion is a very likely danger when employment is short term or 
precarious and workers do not cycle back into employment, once their 
term contracts end. Especially young people are in danger if they “miss the 
boat”, facing dire consequences of social exclusion, poverty, which extends 
into their old age with low pensions. Also, women and many minorities are 
having a problem, as they are usually more apt to be in precarious em-
ployment, and face discrimination in the work force. Thus, the transition 
into work has become a major focus of welfare state policy reforms, in or-
der to ensure that citizens and members of society are able to adapt to 
these changes in employment. Social assistance and workfare with pro-
grams of welfare to work have been redesigned to induce a “trampoline” 
effect not only to catch those falling, but to enable them to jump high once 
again into the labour market. Unemployment rates have eased since the 
dramatic increases in the early 1990s, and a sustained moderate employ-
ment growth is predicted to continue through 2007; however, approxi-
mately one third of the working age population is either unemployed or 
inactive in the OECD area on average (OEDC 2006a: 16), and welfare 
states need reform in this area.  
A term used quite frequently in recent debates, influential in the 
thinking of policy makers and academics around the issue of unemploy-
ment and transition into work, has been concept of “employability”. Em-
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ployability is the capability of a person to develop his or her personal com-
petence and technical skills in an on-going manner, in order to stay on top 
of advancements in his or her field of employment, or to be able to update 
general skills which will make him or her attractive for other advancing 
fields of employment or generally attractive for a reinstatement into the 
job market, if he or she were experiencing a period of unemployment 
(Blancke et al 2000; Schmid 2006). This is relevant for the discussion of 
welfare state reform, as it is consistent with the “active” politics of the wel-
fare state: citizens/societal members are expected to be proactive and not 
wait until things change to adapt themselves accordingly. Instead, they 
should attempt (ideally) to anticipate the trends of market change, and be 
ready when their companies change, or new sectors open in the labour 
market. And if workers keep their skills up-to-date, companies and welfare 
states can profit from a highly skilled and flexible workforce, and take 
competitive advantage of new trends. This ability to take responsibility for 
one’s own marketability in the labour market, “employability” has also 
been associated with the concept of “life-long learning”. “Life-long learn-
ing” incorporates employability especially with respect to the aging work-
force, where greater use of the knowledge and skills of older workers can 
be combined with on-job training and other programs. It also focuses on 
reform needed in companies, where training opportunities have gained 
more importance for employment. 
The OECD describes the future workforce as an older workforce but 
more feminine, better educated and in better health (OECD 2006a: 46). 
With objectives of flexibility from workers and their ability to be able to 
bounce back from unemployment, reformers have focused on the positive 
skills and the ability for workers to adapt to the market by learning new 
skills and changing with the needs of the labour market. However, new 
flexibility might pose a risk for the upcoming older and more feminine 
workforce. Families with children are especially strained if required to fre-
quently relocate, and because of mobility, to loose networks of family 
members and friends of the family, who might help provide care and net-
works. Also living with discontinuous incomes is a strain on families. Not 
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only flexibility of families, but also the flexibility of companies has become 
a topic in debates. Recent discussions on flexibility have addressed the 
employer and its need to be flexible to incorporate workers’ need for part-
time or flexible working hours. Flexicurity is a term used to emphasize 
workers need to remain flexible, but not to be totally exposed to market 
(failure).  
In any event, the current issues evolve around activation ap-
proaches which provide a balanced mix of incentives to enter the work-
force and disincentives to remain outside. Here an understanding is 
needed of how state and market incentives might interact, and how and 
why, for example, worker citizens might be receiving more non-
employment benefits than in the past and what might be successful or not 
about these programs (OECD 2006a). This is closely related to why some 
members are not in the labour market, such as women, who need social 
programs like family policy. Strategies need to bind those who are not 
connected to the labour market and are at risk for being socially excluded. 
Exclusion is defined as a social problem where a lack of social ties or con-
nections to a general set of values or norms severely hinders a person and 
has adverse effects on society as a whole (Daly 2006). The debate on social 
exclusion has occurred most notably in the European Union, where the 
development of this term has spanned from ideas of relieving exclusion 
from poverty in the early days of the 1980s (Schierup 2006) to relatively 
narrow views of exclusion resulting from lack of labour force participation. 
However, social exclusion has also addressed risks of minority groups or 
immigrant populations, who do not speak the host country language or 
who are culturally very different from the dominant culture. Problems of 
social integration lead to problems then for integration into the labour 
market. Other activation strategies which have a high potential for reduc-
ing unemployment could be expanding labour demand, for example, in 
services, as well as macroeconomic policies which focus on stability. 
One discussion of reform within employment, which is controversial 
but should be addressed because of its growing coverage in debates, is the 
introduction of a basic or guaranteed income. There are many proposals of 
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what a guaranteed income might entail, either as a set amount or a gradu-
ated system, but ultimately a basic income means a guaranteed income for 
every citizen, independent if they participate in the labour market. This is 
thought to produce creativity and abolish social exclusion caused by pov-
erty. Unfortunately, such a scheme reduces the active role of the welfare 
state in planning the economy, as such outcomes are unpredictable. Also, 
the huge costs of a basic income would be financed through a reduction of 
welfare state services, which is not necessarily a way in which to combat 
social exclusion or bolster social networks. Nor are women better situated 
in employment when they no longer have access to state-provided services, 
like child care.  
 
2.4 Aging population 
 One of the major pending demographic issues for the welfare state 
is the aging population. The population aging is due to the increase in life 
expectancy but especially because of a decline in the birth rate (OECD 
2006: 18). A shrinking of the population has or will occur in most of the 
developed countries. This trend is well-documented in the European Un-
ion with fast accumulating effects: by the mid-1990s, fertility rates in 
Europe (and Japan) were the lowest in the world, even if life expectancy at 
birth was greater in these countries. The average age of the EU-15 rose 
from 34.8 in 1965 to reach 38.8 in 1995, and by the year 2025 it is ex-
pected to reach 43.7.5 This demographic trend has several major implica-
                                                   
5 In the mid-1990s, in relation to the European mean, Sweden, followed by Italy, was 
most affected by population aging, and Austria and Germany by population decline. 
Finland and the Netherlands were displaying population decline but were less affected by 
aging. France, Spain, Greece and Belgium displayed aging, though growing populations. 
Only Ireland, Portugal, Denmark and Luxembourg were characterised by younger and 
expanding populations (Hantrais 1999: 294). Among the new Eastern EU member states, 
all except Poland and the Slovak Republic were expected to undergo a population decline 
by the year 2015 (Hantrais 1999: 293) and while the aging population demographics will 
effect many countries, there will be some variety: by 2050, more than one-third of the 
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tions for welfare state reform and policy adaptation: an aging population 
unbalances the social policy structures around employment, pensions, and 
care. In terms of re-hauling work and pension systems, policy-reformers 
are faced with the issue of generational equity. This debate encompasses 
the conflict between old and young people, between the “winners” and 
“losers” of radical reforms within the social security system (Arber et al 
2000, Hills 1995, Johnson et al 1989, Schokkaert et al 2003). All systems 
which are based on intergenerational distribution will be faced and chal-
lenged with the problem that increasingly less young people are available 
to care and to pay for more older people. If in most OECD countries, the 
elderly population will grown by roughly 50 percent over the next four 
decades, then there will be an additional 50 percent increase in pension 
expenditure (Esping-Andersen 2006).  
The reforms which will attempt to cope with this demographic 
change have approached the problem from various sides, but normative 
and financial sustainability of the welfare state will play a crucial role, and 
generational equity will depend on the political processes within the soci-
ety and the betterment of institutional structures in place. If there is no 
change in work as well as in retirement patterns, the ration of older inac-
tive persons per worker will almost double from around 38 % in the OECD 
area in 2000 to just over 70 % in 2050 (OECD 2006: 9).  
One proposal to soften the impact of the demographic change is to 
alter the retirement ages, and is probably one of the most effective and eq-
uitable measures, if structures are also put into place which support older 
workers. Restoring fertility or increasing migration is not realistic for 
completely compensating for such huge increases in population aging 
(Esping-Andersen 2006; Schmid 2006). Instead it is reasonable to com-
pensate the upcoming shortage of workers with an extension of their work-
ing times, because it is expected that these workers will also enjoy longer 
                                                                                                                                           
population is projected to be aged 65 and over in Italy, Japan, Korea and Spain compared 
with around one-fifth or less in Mexico, Turkey and the United States (OECD 2006: 18 ff). 
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life-expectancy and health (OECD 2006: 3). That said, however, accompa-
nying structures will need to be put into place, where, for example, com-
panies will have to have programs of placement supports for workers to 
relocate within a company (especially in the blue collar areas) and compa-
nies will have to promote health and education so that workers can work 
into an extended retirement age (Bengali 2004). Several pension experts 
point to early retirement strategies of companies in conservative countries, 
like Germany, France, and the Netherlands where 60 is a common retire-
ment age: the transfer of financial burdens from companies to the social 
insurance coffers is common labour market practice, but has created a 
strain on the welfare state (Trampusch 2003, Schmid 2006). In countries 
with little public pension provision like Great Britain, U.S. and Japan, the 
retirement age of 60 is less common. This is not to say that pension cover-
age should be lowered, but that pensions should be integrated into labour 
market structures. Remarkable is the case of Sweden because generous 
provision did not result in more early retirements, because of the integra-
tion of older employees and the spread of part-time work led to high em-
ployment rates of women and men (Schmid 2006).  
Population aging is both a challenge and an opportunity. The chal-
lenge is to consider the economic and social implications of reform. The 
issue of pensions is crucial for welfare states in terms of considering gen-
der differences because women have a different standing in the labour 
market in that they often work in the lower paid service sector, part-time 
and so have lower claims to an adequate pension (Jepsen 2002). But pen-
sion systems for all workers need to be restructured to accommodate the 
changing work patterns which in the industrial age are increasingly part-
time, precarious or atypical in nature. New structures are needed to cover 
the growing risks where more forms of employment do not automatically 
include social insurance. While pensions and the extension of working life 
is considered a feasible reform, the welfare state also has to take special 
care to remove barriers to labour force participation, especially with re-
spect to older people (OECD 2006: 24). These are normative aspects but 
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translate into policies which promote life-long learning and employability 
for older workers, which I have addressed earlier in this report.  
Not unrelated to the aging population is the issue of health insur-
ance. Here reforms are needed because most countries are confronted with 
a trend towards better medicine but at the same time there is a movement 
towards increasing expenditures. Generally, countries with a state-
controlled, mainly tax-financed system (UK, Nordic countries, southern 
European countries) have been better able to control the rise in health ex-
penditure. In these countries the problem of meeting the patients demand 
is more problematic than the rising expenditures. On the other hand, 
countries like Germany and France have a system in which self-employed 
doctors with a mix of public and private hospitals provide health care and 
this is paid for by a national health insurance scheme. In this latter system, 
the government has had more problems in controlling health expenditure 
(Bonoli et al 2000: 37). In any case, reformers in health care have concen-
trated on more efficient use of resources, the control of prices of services 
and drugs (as well as their volume), and the transfer of some costs of 
health care to patients (Bonoli et al 2000: 37). Systems where health care 
is provided by the state, like the UK, Italy or Sweden have tended to focus 
on efficiency gain, and health care systems in France and Germany at-
tempt to curtail demand by increasing user charges. Many national health 
systems have embraced managed competition but the fact that expendi-
ture on private health care has increased in most countries suggests that 
public health programmes are less successful than in the past with meeting 
citizens’ health care needs. 
 
2.5 Migration 
Migration poses some difficult challenges for the welfare state in 
terms of multiculturalism, social cohesion, control, and solidarity. Migra-
tion flows expanded in the 1990s and they are now growing once again 
(OECD 2006 b: 16) There are over three million long term migrants enter-
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ing OECD countries legally every year and many more short term mi-
grants. However, integration in the labour market has not been seen to be 
as successful as that in the past (OECD 2006: 16) and welfare states need 
to deal with selection criteria and caps on inflows which are sometimes 
limited in their effectiveness.  For example, if work permits are kept low 
despite a high demand, irregular movements are more likely (OECD 
2006:17). Also who enters the welfare state might not be so predictable. So 
welfare states have to remain open in terms of the results of their migra-
tion control which might not be completely foreseeable; but also welfare 
state needs to deliberately direct its policy in order to influence migration 
inflows, and create structures which are prepared to integrate migrants, 
either long-term or short-term, and promote social cohesion of its society. 
Multiculturalism and identity of citizens in the host welfare state is 
a central issue in migration debates. In contemporary debates in the EU, 
the ethnic and “racial” dilemmas which have presented themselves in the 
welfare state, have become increasing interrelated with the ”immigrant” 
problem (Schierup et al 2006:15). The social crisis of identity experienced 
by the host country with large influxes of migration is a situation which is 
singularly difficult, because of the issue of short-term migration, where 
migrants might leave after a short while; or just as important, because ad-
vanced technology and transportation of the modern age has resulted in 
short and long-term migrants being able to keep stronger ties to their 
countries of origin. Strategies of “assimilation” for migrants is difficult and 
in some ways counter-productive, if immigrants must shed the identities of 
their country of origin. Instead, strategies of “integration” of migrants 
highlight the practice of integrating migrants into a society that is also 
open to change itself (Schierup et al 2006). And this means that the host 
society must be prepared inevitably to become a multicultural society: and 
prepare its citizens for such changes, through, for example, education, in-
tercultural dialog, and programs that promote exchanges among migrant 
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and host country citizens, maybe even after a migrant returns back to his 
or her sending country.6 
Integration has been for the most part an issue in labour market 
participation, but the integration of migrants into host countries has 
sparked many debates, especially in the EU recently in terms of education, 
housing and politics. Most migrants have done extremely poorly in educa-
tion in comparison to host country citizens. In terms of democracy and 
political rights, France and other countries have learned the hard way that 
social unrest disables the society, when there are no political channels to 
constructively change inequalities. Here, instead of a win-win situation 
where migration improves the host country, it is a “lose-lose” situation, 
where migrants suffer from their exclusion in the host country society, and 
the host society can not benefit from the resources and potential of their 
migrants. Here, the issue of citizenship, dual or multiple citizenship needs 
to be dealt with, and structures need to be created in political institutions, 
which it makes it possible for social movements to make their voices heard 
and be part of the social planning of the welfare state (Schierup et al 2006: 
269). And yet, solidarity is a problematic issue, as cultural diversity in a 
welfare state has also been associated with a low level of solidarity, low 
union organization/representation, and low social spending (Schram et al 
2003). The attitudes of citizens need to be re-examined in light of a legiti-
mization of a welfare state, and while the flux of people might not be stable 
or predictable, and because migrants might be very different and foreign to 
the host country, the challenge to adapt to these changes might be threat-
ening. Even the Swedish case where programs remain high, illustrate that 
if societal consensus in the host country is that migrants are weak (and do 
not have something to offer to their host country), this inevitably repro-
duces itself and everyone looses out (van Suntum and Schlotböller 2002). 
The responsibility of the welfare state is to prepare for this. 
                                                   
6 Canada has been mentioned as a country which promotes intercultural dialog (Giddens 
2006), for example, by promoting intercultural exchanges for foreign national graduates 
long after they have received their degrees, enabling them to reenter the country, etc. 
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2.6 More challenges that lie ahead 
Some challenges that lie ahead are still up and coming. What has 
been relatively little discussed in the context of welfare state research and 
reform, have been three issues, which I think will affect the welfare state 
greatly in the future, if it is to follow its post-industrial course. First of all, 
there is the issue of informal employment sectors. If reformers are to un-
derstand how social and economic policies fit together, they also must un-
derstand the informal sector and its role in capitalism, which until now has 
been little documented and understood. The informal sector by definition 
is that kind of work which is not regulated by the state: in the past this has 
been undocumented paid work and bartered work, unpaid and paid work 
in the household, and volunteer work. The exchange of cash for work with-
out the paying taxes is a problem for the state, but also bartered work and 
unpaid (care) work, and volunteer work need to be understood in the 
equation of market, family and state mixes, if intelligent decisions on so-
cial and economic policy are to be made. At this point, little is understood 
about the informal markets and how they function within the state, and 
more research is needed. A second issue which is also related to the state 
and market and not so well understood is the problem of ecology. At-
tempts have been made, for example, through measurements like the 
Genuine Progress Indicator (GPI), to understand the quality and distribu-
tion of economic growth where no financial transactions have occurred, 
something which the Gross Domestic Product (GDP) cannot do. 
The third upcoming issue which the welfare state needs to address 
is anchored in the threat of terrorism, where security and human rights are 
at stake. As the problem of migration illustrates, social justice has become 
an issue for welfare states which extends outside of its borders. If the well-
being of its citizens and the stability of the nation state are to be promoted, 
then the promotion of rights in other countries is foreseeable and desir-
able. Welfare states have two strategies to minimize terrorism: one within 
their borders and one outside of their borders. Within their borders, they 
can promote social justice and integration, so that social exclusion does 
not induce an affinity to terrorism in their population. Important in this 
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respect is to set up democratic channels which can direct dissatisfaction 
with social problems to create solutions and improve society as a whole. In 
terms of outside its borders, the welfare state can direct its foreign policy 
to promote human rights and social justice. This might ultimately mean 
promoting social justice and stabilizing these other countries in terms of 
reducing poverty, promoting their productivity, and supporting intercul-
tural dialog and exchanges. 
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3 Reform: which direction? 
 
In the “post-industrial era” welfare states are no longer expanding 
but need to reorganize their welfare systems, termed “restructuring.” This 
reorganization of the welfare state is in response to the simultaneous pres-
sures to expand programs on the one hand, and the fiscal problems that 
encourage these programs’ down-sizing on the other hand (Pierson 2001). 
In terms of factors causing this need for restructuring, internal factors are 
most apparent in “post-industrial” welfare states. Such internal pressures 
or changes in the welfare state which cause strain are: 1) the changing em-
ployment profiles of affluent societies which have become increasingly ser-
vice-based (slower productivity and a rise in the service sector), 2) the 
maturation of welfare states where health care provisions and pensions 
have been expanded (the expansion of governmental commitments), 3) 
aged populations, and 4) transformed household structures in terms of 
women’s labour force participation, falling fertility rates, fragmentation of 
households, and rise of single parent households, with the increasing ten-
dency of single adult-households in which the aged are more likely to live 
on their own (Pierson 2001: 83-99). Bonoli et al (2000: 2) adds rising de-
mand for education and training, rising unemployment and the expecta-
tions of citizens that social progress will involve higher standards of ser-
vice. 
It might be helpful to talk about the strategies which countries have taken 
and how welfare state and political configurations might affect policies, as 
a conceivable springboard for policy reformers to think about progressive 
reform. Restructuring strategies of welfare states are mainly discussed in 
the terms of recommodification, cost-containment, and recalibration. 
While there are overlaps with definitions as one policy might fulfil more 
than one strategy, the terms are defined as follows:  
1. Recommodification been defined as the way in which the welfare state 
pushes (or pulls) citizens into the work force. Sometimes this also entails re-
versing decommodification, i.e. restricting alternatives to participation in the 
labour market, either by tightening eligibility or cutting benefits outright. 
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However, recommodification can also describe policies which might entail 
elements of recalibration and incentives to enter the labour market 
 
2. Recalibration refers to strategies of reform which attempt to adapt to and be 
more consistent with contemporary goals and demands for social provision. 
This is relevant for family policy, which has been transformed in some of the 
recent welfare state strategies, but not only family policy. Recalibration has 
been also used to describe, for example, modifying reforms such as sickness 
pay in Sweden in terms of updating the policy to reduce high rates of absence 
from work, or, for example, in enacting long-term care insurance in Ger-
many, or countries’ initiatives to “make work pay” for those low income 
workers who were falling under the poverty levels (Pierson 2001: 426). 
 
3. Cost Containment is characteristic of an “era of austerity” where welfare 
states attempt to contain their social spending. For example, welfare states 
focus on deficit reduction or making sure the middle class are not burdened 
with high taxes caused by high fixed labor costs (Pierson 2001: 424). Costs 
might be contained in pensions and health care, a strategy followed over-
whelmingly by social democratic welfare states.  
 
These strategies fall very closely along the lines of Esping-Andersen’s 
Three Worlds of Welfare State Capitalism welfare types according to Paul 
Pierson (Pierson 2001: 431), but when it comes to following one strategy 
more than the other, all states have incorporated a kind of mix of political 
strategies. One of the main political arrangements of reform has concen-
trated on recommodification, but the devil is in the details. Recommodifi-
cation is an expectation of social responsibility to enter the labour market, 
and retrenchment of social rights can or can not accompany recommodifi-
cation. Especially if care work is realigned with such labour force expecta-
tions, then reformers are charting a recalibration type of reform, where a 
welfare state remedies itself and adapts to the pressures of a changing so-
ciety. 
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4 Conclusion 
 
The welfare state has been under massive pressure because of con-
tradictory pressures to produce high quality services under an explosion of 
social needs and at the same time to tighten and constrain expenditures. 
As this report has illustrated, current discussions of welfare reform have 
focused on reform in the areas of 1) child and elderly care, 2) women’s em-
ployment and social risks, 3) unemployment, social exclusion, transition 
into paid work, 4) aging populations, and 5) migration. Growing issues are 
6) informal employment as well as 7) matters evolving around terrorism, 
such as security, human rights and involvement in the well-being of other 
nation states. Many of these new social risks need solutions which are un-
thinkable in the context of a former industrial era welfare state. We stand 
at point in time where the post-industrial welfare state has to be radically 
restructured to accommodate the growing pressures of society and thus 
regenerate itself. While the overall aim of the welfare state will always be 
to reduce and redistribute risk equally among its members, the post-
industrial welfare state is at a turning point because reformers now recog-
nize that social and economic policies are interwoven, and must be consid-
ered together, if there is a way to plan for a better society which is more 
equal, more prosperous, and more adaptable to change.  
Interestingly, welfare state reform has taken somewhat of a pater-
nalistic route, in terms of taking responsibility for directing its citizens, 
developing more sanctions and incentives. Here is an awakening and reali-
zation of how welfare state mixes of social and economic policies have an 
impact on human behaviour. As explained in “positive welfare”, the wel-
fare state has moved away from “remedial” policies of industrial welfare 
states where welfare policies were enforced as reactions to problems. In-
stead, welfare states are focusing on preventive welfare policies and in-
vestment in human capital, which means policy makers are doing a lot 
more planning. In terms of planning, policy-makers are required to be in 
the active position of understanding how policies might affect its recipients 
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and how policies work together in an overarching welfare state.  This is not 
easy, as Lijphart (1975) and other welfare state researchers have illustrated 
that a welfare state is one case study with multiple variables and it is ex-
tremely difficult to scientifically identify dependent and independent vari-
ables. However, individual policy evaluation research in many countries 
has blossomed, rushing to find best practices from neighbour regime 
types. And good quality evaluations of policies have boomed, so that policy 
makers have been better informed of variables of impact in current re-
forms. And indeed, Claus Offe (2006) states that one of the main welfare 
state challenges will be not to blame those who do not make it when there 
are sanctions and incentives, so that they fall out of the system even fur-
ther.7 Instead, reformers must reflect back onto the welfare state and ask 
why these measures were perhaps ineffectual, and plan with better poli-
cies. 
The challenges that lie ahead are the interpretation and translation 
of social justice. If the post-industrial welfare state is not just concerned 
with rights, but equally concerned with responsibilities, incentives, and 
sanctions, the welfare state must distribute these equally. Very different 
kinds of people can claim membership in the welfare state: young, old, 
male, female, heterosexual and homosexual, minority, non-minority, long-
term/short term migrant (citizen and non-citizen), able-bodied and dis-
abled, partnered, single, etc. These members of society will experience risk 
differently according to the welfare state structures in place, but with 
planning, the welfare state can create policies which will balance the redis-
tribution of rights and responsibilities more equally: for example, both 
                                                   
7 Anthony Giddens addresses this issue with the example of health: “One of the problems 
is that those who most need to be reached by public health messages are least likely to be 
influenced by them. Somewhat perversely, public health campaigns can have the effect of 
shoring up rather than reducing social divisions, since more educated and literate groups 
tend to be the most responsive to publicly and privately disseminated health information. 
Following Wilkinson’s analysis, the psychological factors that link unhealthy or self-
destructive life-styles to social exclusion need to be dealt with at source” (Giddens 
2006:109).  This can address not only the dissemination of information but I think it also 
can be extended to sanctions and incentives inherent in welfare state policies themselves. 
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men and women need to have equal responsibilities for unpaid care work, 
homosexual and heterosexual families need to have the same rights under 
similar burdens of responsibilities, lower class families need access to 
quality child care services, if they are expected to carry employment re-
sponsibilities. If a welfare state is to remain legitimate, then it will have to 
convince its members to believe in it, to pay into programs, and realisti-
cally offer them something in return. It is crucial that citizens belief that 
their payments will be well-spent after thoughtful and conscientious plan-
ning from the welfare state. And such a broad picture of the short- and 
long-term goals of the welfare state is only possible with a coordinated ef-
fort: no single individuals are capable of such an effort. With planned 
thought, wise decisions, good investments, and careful distribution of 
risks, reformers will create a better, more legitimate and successful welfare 
state. 
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